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imated  $300,787  (17.9  percent)  would  be  the  savings  to 
County's  General  Fund. 

[ese  estimated  savings  are  realized  as  a  result  of  discontinuances  or  denial  of 
sistance  to  aid  program  applicants,  who  are  determined  to  be  ineligible.  This 
jligible  status  is  determined  through  FRED  investigations  by  verifying  the 
formation  provided  by  the  applicant.  As  a  result  of  the  determination  of 
eligibility,  the  City's  expenditures  for  welfare  assistance  are  reduced. 
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September  18, 1991 


Supervisor  Willie  B.  Kennedy 
Supervisor  Carole  Migden 
Supervisor  Kevin  F.  Shelley 
Members,  Board  of  Supervisors 
City  and  County  of  San  Francisco 
Room  235,  City  Hall 
San  Francisco,  California  94102 


Dear  Supervisors  Kennedy,  Migden,  and  Shelley: 
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Pursuant  to  a  resolution  adopted  by  the  Board  of  Supervisors,  the  Budget  Arfa3Vst 
has  reviewed  the  cost  effectiveness  of  the  Department  of  Social  Services')  "Front- 
end"  Early  Fraud  Detection  (FRED)  Program.  Based  on  the  program  costs~and 
performance  to-date,  with  respect  to  the  number  of  client  cases  discontinued  or 
denied,  we  estimate  that  the  total  net  savings  for  FY  1990-91  associated  with  the 
FRED  Program  is  $1,189,085.  Of  the  total  net  savings,  approximately  $537,072  (45.2 
percent)  would  accrue  to  the  Federal  Government;  $535,881  (45.0  percent)  would 
accrue  to  the  State,  and  the  remaining  $116,132  (9.8  percent)  is  the  estimated 
savings  to  the  County's  General  Fund.  For  FY  1991-92,  assuming  present  case 
referral  rates,  we  project  that  the  FRED  Program  will  yield  a  net  savings  of 
$1,684,385,  of  which  an  estimated  $300,787  (17.9  percent)  would  be  the  savings  to 
the  County's  General  Fund. 

These  estimated  savings  are  realized  as  a  result  of  discontinuances  or  denial  of 
assistance  to  aid  program  applicants,  who  are  determined  to  be  ineligible.  This 
ineligible  status  is  determined  through  FRED  investigations  by  verifying  the 
information  provided  by  the  applicant.  As  a  result  of  the  determination  of 
ineligibility,  the  City's  expenditures  for  welfare  assistance  are  reduced. 


FRED  Program 

In  March  of  1990,  the  Department  of  Social  Services  (DSS)  began  operating  a 
"Front-end"  Early  Fraud  Detection  program,  known  as  FRED,  for  the  Aid  to 
Families  with  Dependent  Children  (AFDC),  AFDC  -  Homeless  Assistance,  Food 
Stamps,  and  General  Assistance  (GA)  Aid  Programs.  According  to  DSS,  San 
Francisco  is  the  24th  County  out  of  the  58  Counties  in  California  to  develop  a  FRED 
Program.  Other  Counties  that  have  implemented  FRED  Programs  include  Butte, 
El  Dorado,  Fresno,  Glenn,  Madera,  Mendocino,  Monterey,  Napa,  Nevada, 
Orange,  Sacramento,  San  Luis  Obispo,  San  Mateo,  Santa  Barbara,  Santa  Cruz, 
Sonoma,  Stanislaus,  Sutter,  Trinity,  Tulare,  Ventura,  Yolo,  and  Yuba  Counties. 

At  the  time  DSS  implemented  the  FRED  Program,  DSS  expected  the  FRED 
Program  to  accrue  significant  savings  in  aid  payments  by  minimizing  fraud 
during  the  application  process.  In  its  original  plan  to  the  State  Department  of 
Social  Services,  DSS  estimated  that  the  FRED  Program  would  accrue  $695,304  in 
savings  from  AFDC,  and  $702,724  in  savings  from  Food  Stamps.  DSS  further 
estimated  a  total  net  savings  of  $1,094,153  due  to  referrals  from  the  AFDC  and 
Food  Stamps  Programs.  During  the  1990-91  budget  process,  the  Department 
estimated  that  the  FRED  Program  would  save  a  total  of  $1.5  million  in  General 
Fund  monies  alone. 

The  objectives  of  the  FRED  Program  are  to: 

1)  Prevent  ineligible  persons  seeking  welfare  assistance  from  receiving 
such  aid  for  which  they  have  applied; 

2)  Reduce  the  number  of  referrals  for  prosecution  of  welfare  fraud; 

3)  Attempt  to  find,  for  ineligible  persons,  alternative  sources  of  welfare  aid 
for  which  they  are  eligible. 

The  FRED  Program  attempts  to  verify  information  given  in  client  applications 
during  the  determination  of  eligibility  of  the  client.  FRED  investigators  do  not 
review  all  applications;  rather,  Eligibility  Workers  for  the  AFDC,  Food  Stamps, 
and  GA  Aid  Programs  refer  selected  applications  to  the  FRED  Program  for 
verification. 

DSS  investigators  for  the  FRED  Program  verify  application  information  through 
authorized  home  visits,  client  interviews,  authorized  third  party  collateral 
contacts,  and  other  resources.  According  to  State  Social  Service  regulations, 
Counties  that  use  Eligibility  Workers  as  FRED  investigators,  such  as  San 
Francisco,  must  obtain  written  authorization  from  the  client  prior  to  making 
home  visits  and  interviews  with  friends  or  relatives. 
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If  the  FRED  investigators  do  not  obtain  written  authorization  for  visits  or  contacts 
conducted  during  the  investigation,  the  client  may  submit  a  complaint  to  the 
Department  of  Social  Services.  FRED  Program  Supervisors  are  responsible  for 
investigating  all  complaints.  If  the  client  declines  to  grant  written  authorization 
for  visits  or  contacts  necessary  for  the  investigation,  the  investigators  inform  the 
applicable  aid  program  Eligibility  Workers  that  a  home  visit  and/or  collateral 
contacts  could  not  be  arranged. 

After  the  investigator  verifies  the  application  information,  the  investigator 
forwards  the  findings  of  the  investigation  to  the  applicable  Aid  Program  Eligibility 
Workers. 

In  1990-91,  the  Federal  Government  paid  for  50  percent  of  the  cost  of  the  FRED 
Program.  The  State  and  the  County  each  paid  for  25  percent. 

For  FY  1991-92,  the  State  has  instituted  several  changes,  which  will  affect  the 
County's  operation  of  the  FRED  Program.  These  changes  provide  that: 

•  The  State  reimburse  DSS  for  all  FRED  Program  costs,  except  for 
those  costs  associated  with  GA  investigations. 

•  Counties  be  authorized,  but  not  required,  to  maintain  FRED  Units 
in  their  Social  Service  Agencies. 

•  County  Welfare  Departments  verify  an  applicant's  homelessness 
within  three  days  of  receipt  of  the  application. 

•  The  payment  of  temporary  Homeless  Assistance  be  made  in 
increments  of  one  week  and  based  on  a  reasonable  effort  to  secure 
permanent  housing  documented  on  a  housing  search  form. 

•  Temporary  Homeless  Assistance  payments  be  limited  to  a 
maximum  of  16  days. 

Program  Costs 

The  DSS  FRED  Unit  is  presently  staffed  with  one  Eligibility  Worker  Supervisor, 
eight  Eligibility  Workers  who  function  as  investigators, 'one  Social  Worker,  and 
one  Clerk.  However,  of  the  eleven  staff  assigned  to  the  FRED  Unit,  the  Department 
does  not  allocate  the  cost  of  the  Social  Worker  to  the  Unit,  because  the  Social 
Worker's  time  is  distributed  to  the  various  aid  programs.  The  direct  annual  cost 
of  the  remaining  ten  staff  members  is  summarized  as  follows: 
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Table  1 
FRED  Unit  Staffing 


No. 

of 

FY  1991-92 

Position  Description                        Positions 

Annual  Cost 

Eligibility  Worker  Supervisor 
Eligibility  Workers  (fifth  step) 
Eligibility  Workers  (fourth  step) 
Clerk 

1 

7 
1 

1 

$42,276 

245,518 

33,410 

29.250 

Sub-total 

$350,454 

Fringe  Benefits 

87.614 

Total  Salaries  and  Fringe  Benefits 

$438,068 

In  addition,  according  to  DSS,  the  FRED  Unit  also  accrues  a  total  of  $15,679  in 
indirect,  or  administrative  overhead  costs.  Such  administrative  overhead 
includes  telephone  usage  ($12,000),  office  supplies  ($720),  computer  maintenance 
($379),  and  automobile  operation  and  maintenance  ($2,580),  which  are  directly 
attributable  to  the  FRED  Unit.  Including  administrative  overhead,  the  total 
annual  cost  of  the  FRED  Unit  is  $453,747. 

Case  Referrals 

As  noted  above,  aid  program  Eligibility  Workers  refer  selected  applications  to  the 
FRED  Unit  for  verification.  Through  the  first  year  of  the  program,  from  March, 
1990,  through  March,  1991,  Eligibility  Workers  referred  1,599  cases  to  the  FRED 
Unit.  Of  the  total  of  1,599  cases,  Eligibility  Workers  in  the  various  aid  programs 
referred  495  AFDC  applications  (31  percent),  736  AFDC-Homeless  Assistance 
Program  applications  (46  percent),  137  GA  applications  (9  percent),  and  231  Food 
Stamps  applications  (14  percent). 

As  of  the  writing  of  this  report,  DSS  was  unable  to  provide  final  case  referral  data 
for  the  period  of  April,  1991  through  June,  1991.  However,  based  on  preliminary 
data  collected  by  DSS  for  April,  1991  and  for  May,  1991,  the  Budget  Analyst 
estimates  that  the  FRED  Unit  reviewed  a  total  of  1,994  cases  from  July  1,  1990 
through  June  30,  1991.  The  total  estimate  of  1,994  cases  consists  of  626  AFDC 
referrals  (31  percent),  839  AFDC-Homeless  Assistance  Program  referrals  (42 
percent),  270  GA  referrals  (14  percent),  and  259  Food  Stamps  referrals  (13 
percent). 
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In  addition,  from  the  disposition  of  cases  referred  to  FRED,  DSS  has  collected  data 
on  the  average  case  life,  and  the  estimated  number  of  clients  that  reapply  for  aid 
successfully.  This  data  was  based  on  two  samples  of  FRED  referrals  conducted  in 
October-November  of  1990  and  February-March  of  1991.  From  these  two  samples, 
DSS  made  the  following  conclusions: 

•  For  AFDC  cases,  the  average  case  life  is  nine  months,  and  16  percent 
of  the  AFDC  recipients  that  are  discontinued  or  denied  through 
FRED  reapply  successfully  for  aid  after  five  months. 

•  For  GA  and  Food  Stamps  cases,  the  average  case  life  is  five  and  one- 
half  months,  and  20  percent  of  the  GA  and  Food  Stamps  clients  that 
are  discontinued  or  denied  through  FRED  reapply  successfully  for 
aid  after  one  and  one-half  months. 

•  For  AFDC-Homelessness  Assistance  Program  cases,  the  average 
case  life  is  21  days,  and  16  percent  of  the  recipients  that  are 
discontinued  or  denied  through  FRED  successfully  reapply  for 
assistance  within  one  year. 

•  One-third  of  AFDC  -  Homeless  Assistance  Program  recipients 
receive  permanent  Homeless  Assistance.  Permanent  Homeless 
Assistance  is  aid  that  pays  for  the  start-up  costs  of  permanent  rental 
housing,  such  as  first  month's  rent  and  security  deposits. 
Permanent  Homeless  Assistance  does  not  pay  for  housing  on  an 
indefinite  basis. 

It  should  be  noted  that  the  State's  FY  1991-92  guidelines  for  estimating  FRED 
Program  savings  instructs  Counties  to  use  an  average  case  life  estimate  of  twenty 
months  for  AFDC  cases  and  an  average  case  life  estimate  of  nine  months  for  Food 
Stamps  cases.  These  estimates  are  roughly  double  and  therefore  not  as 
conservative  as  the  estimates  used  by  DSS. 

Fstimato^  Program  Savings 

Our  estimates  of  the  savings  from  the  FRED  Program  are  based,  as  estimated  by 
DSS,  on  the  number  of  cases  referred  to  FRED  and  subsequently  denied,  the 
average  case  life,  and  the  estimated  number  of  clients  that  reapply  for  aid 
successfully  after  they  have  been  denied  aid  by  FRED. 

Based  on  the  case  referral  data,  the  Budget  Analyst  has  estimated  the  following 
savings  for  each  program  for  FY  1990-91. 
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Table  2 

FRED  Program  Estimated 
Savings  for  FY  1990-91 


Homeless 

AFDC 

Asst 

GA 

Federal 

$492,758 

$228,173 

$0 

State 

443,483 

205,355 

0 

General 

Fund 

49.276 

22.817 

156.997 

Food  Total  Direct         Indirect  Net 

Stamps        Savings  Costs  Cost  Savings 


Total 


$42,055   $762,986   $218,074 
0    648,838    109,038 


$7,840    $537,072 
3,919     535,881 


229.090 


109.038 


3.920 


116.132 


$985,517    $456,345   $156,997    $42,055  $1,640,914   $436,150    $15,679   $1,189,085 


Assuming  FY  1990-91  direct  costs  of  $436,150  and  indirect  costs  of  $15,679,  the 
estimated  net  savings  of  the  FRED  Program  is  $1,189,085.  Of  the  total  estimated 
net  savings  of  $1,189,085,  approximately  $537,072  (45.2  percent)  would  accrue  to 
the  Federal  Government;  $535,881  (45.0  percent)  would  accrue  to  the  State;  and 
$116,132  (9.8  percent)  would  accrue  to  the  County  General  Fund. 

With  respect  to  total  savings  for  FY  1990-91,  the  FRED  Program  saved  over  $3.63 
for  every  $1  spent  on  the  Program  (total  savings  of  $1,640,914  divided  by  total  FY 
1990-91  costs  of  $451,829).  The  FRED  Program  also  saved  approximately  $2.03  in 
County  General  Fund  monies  for  every  $1  spend  on  the  Program  (total  gross 
General  Fund  savings  of  $229,090  divided  by  total  attributable  General  Fund  costs 
of  $112,958).  Based  on  the  estimate  of  1,994  cases  referred,  the  FRED  Program 
saved  approximately  $823  per  case  referred. 

The  Budget  Analyst  notes  that  the  FY  1990-91  savings  of  $985,517  from  AFDC 
exceeded  the  amount  of  $695,304  estimated  by  DSS  in  its  original  plan  submitted  to 
the  State.  However,  the  estimated  FY  1990-91  savings  of  $42,055  from  Food  Stamps 
was  far  less  than  the  original  estimate  of  $702,724  submitted  to  the  State.  DSS  also 
accrued  savings  of  $456,345  from  AFDC  -  Homeless  Assistance  referrals,  for 
which  DSS  had  not  submitted  an  estimate  in  its  original  plan. 

Furthermore,  although  DSS  had  initially  projected  General  Fund  savings  of  $1.5 
million  from  GA  referrals  to  FRED,  the  total  net  General  Fund  savings  is  now 
estimated  at  only  $116,132  for  FY  1990-91.  For  1991-92,  as  outlined  below,  the 
expected  General  Fund  savings  will  increase  to  $300,787,  which  is  still  $1,199,213 
below  the  initial  1990-91  savings  estimate  of  $1.5  million.  DSS  has  acknowledged 
that  during  the  course  of  implementing  the  FRED  Program,  the  Department  had 
overestimated  the  number  of  GA  cases  that  would  be  referred  to  the  FRED 
Program,  and  therefore,  overestimated  the  projected  General  Fund  savings. 
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For  FY  1991-92,  assuming  current  case  referral  rates,  we  estimate  that  the  FRED 
Program  will  accrue  net  savings  of  $1,684,385.  The  allocation  of  these  savings  is 
detailed  in  Table  3,  below. 

Table  3 

FRED  Program  Estimated 
Savings  for  FY  1991-92 


Homele88 

Food 

Total 

Direct 

Indirect 

Net 

AFDC 

Axst 

GA 

Stamps 

Saving 8 

Costs 

Costs 

Savings 

Federal 

$769,781 

$139,475 

$0 

$27,997 

$937,253 

$219,034 

$7,840 

$710,379 

State 

731,292 

132,501 

0 

0 

863,793 

183,989 

6,585 

673,219 

General 

Fund 

38.489 

6.974 

291.623 

0 

337.086 

35.045 

1,254 

300.787 

Total 


$1,539,562        $278,950        $291,623  $27,997     $2,138,132       $438,068  $15,679       $1,684,385 


Assuming  total  FY  1991-92  direct  costs  of  $438,068  and  indirect  costs  of  $15,679,  the 
estimated  net  savings  of  the  FRED  Program  for  FY  1991-92  is  $1,684,385.  Of  the 
total  estimated  net  savings  of  $1,684,385,  approximately  $710,379  (42.2  percent) 
would  accrue  to  the  Federal  Government;  $673,219  (40  percent)  would  accrue  to 
the  State;  and  $300,787  (17.9  percent)  would  accrue  to  the  County  General  Fund. 

In  FY  1991-92,  the  estimated  General  Fund  savings  increases  by  $184,655,  from 
$116,132  to  $300,787.  The  projected  increase  is  due  to  a  higher  normal  referral  rate 
of  GA  applications  to  the  FRED  Unit  and  a  reduction  in  the  General  Fund 
supported  portion  of  the  cost  of  the  FRED  Unit,  as  noted  above.  With  respect  to  total 
savings,  the  FRED  Program  saved  over  $4.71  for  every  $1  spent  on  the  Program 
(total  savings  of  $2,138,132  divided  by  total  costs  of  $453,747).  With  respect  to  total 
General  Fund  savings  of  $337,086  and  total  attributable  General  Fund  costs  of 
$36,299  (direct  costs  of  $35,045  plus  indirect  costs  of  $1,254),  we  estimate  that  the 
FRED  Program  will  save  approximately  $9.29  for  every  $1  spent  on  the  Program. 

For  FY  1991-92,  estimated  Homeless  Assistance  Program  savings  decrease  by 
$177,395,  from  $456,345,  to  $278,950.  The  projected  decrease  in  FRED  Program 
savings  for  AFDC-Homeless  Assistance  is  due  to  the  recently  enacted  decrease  in 
eligibility  from  a  maximum  of  28  days  to  a  maximum  of  16  days,  as  noted  above. 
The  decrease  in  eligibility  would,  however,  reduce  the  City's  overall  expenditures 
on  AFDC-Homeless  Assistance. 


BOARD  OF  SUPERVISORS 
BUDGET  ANALYST 

-7- 


Other  Factors 

For  FY  1991-92,  the  new  regulations  for  the  AFDC  -  Homeless  Assistance 
Program  require  DSS  to  (1)  limit  payments  to  one  week  increments,  and  (2)  verify 
housing  search  efforts  by  clients  prior  to  granting  further  temporary  housing  aid. 
These  requirements  would  have  the  effect  of  limiting  payment  of  housing 
assistance,  and  thus  reducing  average  case  life,  since  clients  would  be  required  to 
document  their  housing  search  efforts  or  risk  becoming  ineligible  for  further 
Homeless  Assistance  aid.  Therefore,  since  the  average  caselife  of  AFDC  - 
Homeless  Assistance  cases  may  be  decreased  further,  the  projected  FRED  savings 
with  respect  to  AFDC  -  Homeless  Assistance  Program  referrals  may  decrease 
further. 

DSS  staff  have  pointed  out  that  they  also  expect  the  FRED  Program  to  have  a 
deterrent  effect  on  the  number  of  fraud  cases,  whereby  the  existence  of  the  FRED 
Program  will  deter  individuals  from  applying  for  aid  in  a  fraudulent  manner. 
The  Budget  Analyst  notes  that  if  there  is  a  deterrent  effect  to  the  FRED  Program, 
the  number  of  case  referrals  should  decrease  to  some  extent  as  Program 
Eligibility  Workers  receive  proportionately  more  valid  applications  for  aid. 

The  above  savings  analysis  does  not  include  savings  from  instances  where  FRED 
investigations  reveal  a  lower  level  of  eligibility  for  the  client.  In  such  cases,  the  aid 
granted  to  the  client  is  reduced  to  the  proper  level.  To  the  extent  that  this  analysis 
does  not  include  cases  where  client  aid  was  subsequently  reduced,  the  estimated 
savings  from  the  FRED  Program  is  understated. 

The  above  savings  analysis  also  does  not  include  instances  where  DSS  overpaid 
aid  to  the  client  due  to  fraud  or  errors  in  the  determination  of  eligibility  by  the 
Eligibility  Worker.  DSS  has  provided  to  the  Budget  Analyst  three  examples  of 
actual  overpayments,  which  total  $47,000.  DSS  advises  that  it  is  in  the  process  of 
recovering  these  overpayments  from  the  clients. 

The  Budget  Analyst  also  notes  that  the  Homeless  Assistance  Program  eligibility 
changes  for  FY  1991-92  include  a  restriction  that  applicants  can  only  be  eligible  for 
Homeless  Assistance  once  every  24  months,  instead  of  the  current  restriction  of 
once  every  12  months.  In  addition,  clients  must  be  staying  or  intend  to  stay  in 
verifiable  temporary  housing,  such  as  a  hotel  or  homeless  shelter,  in  order  to 
qualify  for  Temporary  Homeless  Assistance.  In  the  past,  clients  could  apply  for 
and  receive  Homeless  Assistance  if  the  client  was  staying  temporarily  with  a 
friend  or  relative.  These  restrictions  may  serve  to  decrease  the  number  of 
applications  for  Homeless  Assistance  in  FY  1991-92  and  in  turn  decrease  the 
number  of  referrals  to  the  FRED  Program  and  the  corresponding  savings. 
However,  the  extent  of  the  decrease  in  FRED  referrals  (and  corresponding 
savings)  would  depend  on  the  number  of  clients  that  would  be  expected  to  apply  for 
Homeless  Assistance,  who  applied  during  the  previous  12  months. 
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Further,  if  the  State's  higher  estimated  savings  parameters  for  AFDC  (case  life  of 
20  months)  and  Food  Stamps  (case  life  of  nine  months)  are  used  to  calculate  FRED 
Program  savings,  as  described  above,  the  estimated  FY  1991-92  net  savings  would 
increase  by  $1,899,503,  from  $1,684,385  to  $3,583,888.  Of  the  total  difference  of 
$1,899,503,  an  estimated  $47,042  would  be  the  savings  to  the  General  Fund. 
However,  as  previously  calculated  by  the  Budget  Analyst,  the  estimate  of 
$1,684,385  is  based  on  a  conservative  estimate  of  the  average  case  life  of  AFDC  and 
Food  Stamps  cases  in  the  City  and  County  of  San  Francisco. 

Other  Concerns 

In  addition,  the  Budget  Analyst  has  included  concerns  expressed  among  welfare 
rights  advocate  groups  in  San  Francisco  about  the  FRED  Program.  Advocate 
groups  who  represent  welfare  clients,  and  who  have  raised  concerns  about  FRED, 
include  the  San  Francisco  Neighborhood  Legal  Assistance  Foundation,  Income 
Rights  Project,  and  the  Coalition  on  Homelessness.  In  addition  to  questions 
regarding  the  program's  cost  effectiveness,  these  advocate  groups  are  concerned 
with  the  alleged  violation  of  rights  of  welfare  assistance  clients  by  FRED 
investigators.  Although  the  primary  concern  of  this  project  is  the  cost 
effectiveness  of  the  FRED  Program,  the  Budget  Analyst  has  noted  these  concerns 
and  has  forwarded  this  information  to  the  Department. 

According  to  the  advocate  groups,  in  its  early  stages,  FRED  procedures  were 
arbitrary  and  intimidated  clients.  As  a  result  of  concerns  raised  by  advocates,  the 
Social  Services  Commission  required  that  a  FRED  Advisory  Committee  be  formed 
in  May  of  1990,  which  included  seven  representatives  from  DSS  and  seven 
representatives  from  advocate  organizations.  The  Committee,  which  was 
appointed  by  DSS,  met  for  six  months,  and  agreed  to  various  operating  procedures 
for  the  FRED  Program.  Some  of  the  procedures  agreed  to  by  the  Committee 
include  translation  of  forms  to  make  them  accessible  to  people  for  whom  English 
is  a  second  language,  automatic  issuance  of  complaint  forms  to  welfare  clients 
upon  referral  to  the  FRED  Program,  and  specific,  objective  criteria  for  referral  to 
the  FRED  Program. 

According  to  the  advocate  groups,  although  the  revised  FRED  procedures  are  an 
improvement,  in  practice,  DSS  has  failed  to  adhere  closely  to  the  newly 
established  guidelines.  Advocates  expressed  concern  that  procedural  violations 
have  occurred  as  follows: 
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•  Program  Eligibility  Workers  do  not  always  follow  the  referral  criteria 
and  refer  client  aid  applications  to  FRED  without  documenting  the 
reasons  for  referral.  The  advocates  further  contend  that  savings  credited 
to  the  FRED  Program  should  be,  instead,  credited  to  the  Eligibility 
Worker,  because  the  Eligibility  Workers  should  be  able  to  determine  an 
aid  applicant's  eligibility  based  on  the  information  provided  to  the 
Eligibility  Worker  in  the  application  process.  DSS  has  responded  that 
FRED  investigators  are  able  to  verify  information  through  home  visits 
and  collateral  contacts,  which  Program  Eligibility  Workers  are  not  able 
to  conduct  because  of  time  constraints  and  heavy  caseloads.  DSS  further 
believes  that  the  available  referral  evidence  suggests  that  Program 
Eligibility  Workers  have  not  referred  cases  to  the  FRED  Program  at  a 
level  that  would  indicate  a  significant  number  of  improper  referrals. 
Based  on  a  random  sample  of  case  referrals  and  supporting 
documentation  to  the  FRED  Program,  the  Budget  Analyst  did  not  find 
clear  evidence  that  Program  Eligibility  Workers  improperly  referred 
cases  to  the  FRED  Program. 

■■•     clients  are  not  always  receiving  complaint  forms  and  complaints  are  not 
followed  up  in  a  timely  manner. 

•  FRED  investigators  make  home  visits  without  the  written  permission  of 
the  clients.  The  Budget  Analyst  could  not  conclusively  determine,  based 
on  the  random  sample  of  cases  reviewed,  that  investigators  conducted 
home  visits  without  written  authorization. 

•  FRED  investigators  contact  friends,  neighbors,  and  family  members  of 
clients  without  the  clients'  written  consent. 

•  clients  are  not  routinely  informed  that  they  have  been  referred  to  FRED. 

DSS  survey  data  from  1990  supports  some  of  these  concerns,  particularly  clients 
not  always  receiving  complaint  forms,  although  violations  occurred  with 
decreasing  frequency  over  the  course  of  FY  1990-91.  Mr.  Michael  Hancock, 
Program  Supervisor  of  the  DSS  FRED  Unit,  responds  to  the  advocates'  complaints 
that  the  Department  has  been  unable  to  investigate  many  of  these  concerns  or 
complaints  due  to  a  lack  of  specific  identifying  information,  such  as  names  or 
social  security  numbers,  to  investigate  cases  where  FRED  may  not  have  adhered 
to  established  procedures.  The  Department  notes  that  only  thirteen  complaints 
regarding  the  Program  procedures  or  the  conduct  of  FRED  workers  have  actually 
been  received  to  date.  Of  the  thirteen  complaints  received,  seven  complaints 
involved  violations  of  program  procedures,  five  complaints  involved  conduct  of 
FRED  investigators,  and  the  remaining  complaint  did  not  involve  FRED 
investigator  conduct  or  program  procedures. 
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Summary  and  Conclusions 

Based  on  the  actual  program  costs  and  performance  to  date,  with  respect  to  the 
number  of  client  cases  discontinued  or  denied,  we  conclude  that  the  FRED 
Program  is  cost  effective  and  has  saved  approximately  $3.63  for  every  $1  spent  on 
the  Program  during  FY  1990-91.  The  total  net  savings  for  FY  1990-91  associated 
with  the  Program  is  $1,189,085.  Of  the  total  savings,  approximately  $537,072  (45.2 
percent)  would  accrue  to  the  Federal  Government;  $535,881  (45.0  percent)  would 
accrue  to  the  State,  and  the  remaining  $116,132  (9.8  percent)  is  the  estimated 
savings  to  the  County's  General  Fund. 

For  FY  1991-92,  assuming  present  case  referral  rates,  we  project  that  the  FRED 
Program  will  save  $4.71  for  every  $1  spent  on  the  Program.  With  respect  to  total 
General  Fund  savings,  we  estimate  that  the  FRED  Program  will  save 
approximately  $9.29  for  every  $1  spent  on  the  Program.  The  FRED  Program  will 
yield  a  total  net  savings  of  $1,684,385,  of  which  approximately  $710,379  (42.2 
percent)  would  accrue  to  the  Federal  Government;  $673,219  (40  percent)  would 
accrue  to  the  State;  and  $300,787  (17.9  percent)  would  accrue  to  the  County 
General  Fund,  in  FY  1991-92. 

The  Budget  Analyst  would  like  to  thank  the  staff  of  the  Department  of  Social 
Services  and  the  various  representatives  of  the  community  advocate  groups  for 
their  cooperation  and  assistance  in  the  preparation  of  this  report. 
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